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replacement authorization document 
was not a countable replacement. 

(4) When a request for replacement is 
made late in an issuance month, the re-
placement will be issued in a month 
subsequent to the month in which the 
original authorization document was 
issued. All replacements shall be post-
ed and reconciled to the month of 
issuance of the replacement and may 
be posted to the month of issuance of 
the original authorization document, 
so that all duplicate transactions may 
be identified. 

(i) Further action on replacement 
issuances. The State agency shall take 
the following further actions on re-
placements: 

(1) On at least a monthly basis, the 
State agency shall report to the appro-
priate office of the Postal Inspection 
Service all authorization documents 
reported as stolen or lost in the mail. 
The State agency shall assist the Post-
al Service during any investigation 
thereof and shall, upon request, supply 
the Postal Service with facsimiles of 
the original authorization document, if 
transacted, and the replacement au-
thorization document and a copy of the 
nonreceipt statement. 

The State agency shall advise the 
Postal Service if the original author-
ization document is not transacted. 

(2) When a duplicate replacement au-
thorization document is transacted, 
the State agency shall, at a minimum: 

(i) Compare the handwriting on the 
authorization documents to documents 
contained in the household’s case file, 
including the nonreceipt statement; 

(ii) Establish a claim in accordance 
with § 273.18, where it appears that the 
household has transacted, or caused 
both authorization documents to be 
transacted; and 

(iii) Refer the matter to the State 
agency’s investigation unit, where in-
dicated. 

[54 FR 7004, Feb. 15, 1989, as amended at 54 
FR 51351, Dec. 15, 1989; 56 FR 63617, Dec. 4, 
1991] 

§ 274.7 Coupon management. 
(a) Coupon inventory management. 

State agencies shall establish coupon 
inventory management systems which 
ensure that coupons are requisitioned 
and inventories are maintained in ac-

cordance with the requirements of 
these regulations. 

(1) State agencies shall monitor the 
coupon inventories of coupon issuers 
and bulk storage points to ensure that 
inventories are neither excessive nor 
insufficient to meet the issuance needs 
and requirements. In determining rea-
sonable inventory needs, State agen-
cies shall consider, among other 
things, the ease and feasibility of re-
supplying such inventories from bulk 
storage points within the State. The 
inventory levels at coupon issuers and 
bulk storage points should not exceed a 
six-month supply, taking into account 
coupons on hand and on order. 

(2) State agencies shall establish ac-
counting systems for monitoring the 
inventory activities of coupon issuers. 
State agencies shall review the Form 
FNS–250, from coupon issuers and bulk 
storage points, to determine the pro-
priety and reasonableness of the inven-
tories. Forms FNS–261, Advice of Ship-
ment, Forms FNS–300, Advice of Trans-
fer (or an approved State agency form), 
and reports of returned mail-issued 
coupons, reports of replacements of 
mail-issued coupons, reports of improp-
erly manufactured or mutilated cou-
pons, reports of shortage or overage of 
food coupon books and physical inven-
tory controls shall be used by State 
agencies to assure the accuracy of 
monthly reports, issuers’ compliance 
with required inventory levels, and the 
accuracy and reasonableness of coupon 
orders. 

(b) Coupon controls. State agencies 
shall establish control and security 
procedures to safeguard coupons that 
are similar to those used to protect 
currency. The exact nature of security 
arrangements will depend on State 
agency evaluation of local coupon 
issuance and storage facilities. These 
arrangements must permit the timely 
issuance of coupons while affording a 
reasonable degree of coupon security. 
The State agencies, as well as all per-
sons or organizations acting on their 
behalf, shall: 

(1) Safeguard coupons from theft, em-
bezzlement, loss, damage, or destruc-
tion; 

(2) Avoid unauthorized transfer, ne-
gotiation, or use of coupons; 

VerDate Aug<31>2005 09:41 Feb 23, 2006 Jkt 208015 PO 00000 Frm 00818 Fmt 8010 Sfmt 8010 Y:\SGML\208015.XXX 208015



809 

Food and Nutrition Service, USDA § 274.7 

(3) Avoid issuance and transfer of al-
tered or counterfeit coupons; and 

(4) Promptly report in writing to 
FNS any loss, theft, or embezzlement 
of coupons. 

(c) Coupon requisitioning, shipping and 
transferring. (1) State agencies shall ar-
range for the ordering of coupons on 
the Form FNS–260, Requisition for 
Food Coupon Books, and the prompt 
verification and written acceptance of 
each coupon shipment. FNS shall be 
furnished with appropriate delivery 
hours and the names of the persons au-
thorized to sign delivery acknowledge-
ments. 

(2) FNS shall assess the reasonable-
ness and propriety of food stamp req-
uisitions submitted by State agencies 
based on prior inventory changes and 
shall notify the State agency of any 
adjustments made to requisitions. 

(3) FNS shall ship coupons, in such 
denominations as it may determine 
necessary, directly to State agency re-
ceiving points approved by FNS. FNS 
shall promptly advise the State agency 
in writing when coupons are shipped to 
receiving points using Form FNS–261, 
Advice of Shipment. Coupons shall be 
considered delivered to the State agen-
cy when FNS or its carrier has a signed 
receipt. 

(4) Once coupons have been accepted 
by receiving points within the State, 
any further movement of the coupons 
between coupon issuers and bulk stor-
age points within the State is at the 
risk of the State agency. To minimize 
the risk of loss, coupons should be 
shipped by armored vehicle or some 
other method of transportation that af-
fords the State agency the maximum 
security available. 

(5) In every instance when coupons 
are transported within a State, the per-
son(s) transporting coupons shall: 

(i) Acknowledge in writing the re-
ceipt of the coupons; 

(ii) Provide as much protection for 
the coupons as is reasonable; 

(iii) Advise issuance supervisors of 
the routes to be taken, the shipment 
departure time and the estimated ar-
rival time. This information, if in writ-
ten form, may be destroyed after the 
coupons have been received. 

(d) Specimen coupons. FNS may pro-
vide upon written request, non-nego-

tiable specimen coupons to State agen-
cies for the administration of the Pro-
gram and enforcement of the rules, and 
to authorized food firms for the pur-
pose of educating and training employ-
ees on Program operations. 

(1) The State agency or firm shall 
store specimen coupons in secure stor-
age with access limited to authorized 
personnel. The State agency or firm 
should maintain a record of specimen 
coupons received. 

(2) Specimen coupons that are muti-
lated, improperly manufactured, or 
otherwise unusable, shall not be dis-
tributed by the State agency. Such 
coupons shall be destroyed by the 
State agency and the destruction shall 
be witnessed by two persons and noted 
on the perpetual inventory records 
maintained by the FNS regional offices 
for specimen coupons. 

(3) Specimen coupons shall not be 
issued to private individuals or firms 
for the purpose of collection or display. 

(e) Replacement and destruction of cou-
pons and authorization documents by 
issuance points. (1) The State agency 
shall provide for the replacement to 
issuers of improperly manufactured or 
mutilated coupons as provided below. 
Replacement provisions pertaining to 
households are contained in § 274.6. 

(i) The State agency shall examine 
the improperly manufactured or muti-
lated coupons to determine the validity 
of the claim and the amount of coupons 
to be replaced. 

(ii) If the State agency can determine 
the value of an improperly manufac-
tured or mutilated coupon, the State 
agency shall replace the unusable cou-
pon, dollar for dollar, when at least 
three-fifths of the coupon is presented 
by the issuer. After the exchange, the 
State agency shall destroy the unus-
able coupon in accordance with the 
procedures contained in paragraph (f) 
of this section. 

(iii) If the State agency cannot deter-
mine the value of the improperly man-
ufactured or mutilated coupons, the 
State agency shall cancel the coupons 
by writing or stamping ‘‘canceled’’ 
across the face of the coupons and for-
ward the coupons to FNS for a deter-
mination of the value by the U.S. Bu-
reau of Engraving and Printing. The 
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dollar amount shall be shown on the 
Form FNS–250 report. 

(2) The State agency shall void all 
authorization documents mutilated or 
otherwise rejected during the prepara-
tion process. The voided authorization 
documents shall either be filed for 
audit purposes or destroyed, provided 
destruction is witnessed by at least 
two persons and the State agency 
maintains a list of all destroyed au-
thorization documents. Provisions per-
taining to the replacement of author-
ized documents mutilated subsequent 
to receipt by a household are provided 
in § 274.6. 

(f) Destruction of unusable coupons 
found in inventory or received as claim 
payments. (1) The State agency shall re-
quire coupon issuers, bulk storage 
points, and claims collection points to 
dispose of unusable coupons received 
from the manufacturer or received as 
payment for claims within 30 days 
after the close of the month in which 
unusable coupons shipped from the 
manufacturer are discovered, or are re-
ceived from recipients as payment for 
claims. There is no dollar limit on the 
amount of coupons which may be dis-
posed of by the State agency. Disposal 
shall be by one of the following two 
methods: 

(i) Sending unusable coupons to the 
State agency for destruction; or 

(ii) Holding the unusable coupons in 
secure storage pending examination 
and destruction by the State agency at 
the coupon issuance, bulk storage, or 
claims collection point. 

(2) Prior to the destruction of im-
properly manufactured or mutilated 
coupons or coupon books that were ex-
changed, or collected from households 
for claims, the State agency shall: 

(i) Verify that the coupons were im-
properly manufactured or mutilated. 

If one or more boxes of coupons were 
improperly manufactured, the State 
agency shall contact FNS prior to dis-
position for instructions on the disposi-
tion of the coupons. If FNS has not re-
sponded within the 30-day time limit, 
the State agency shall destroy the box 
of coupons and document the manufac-
turing irregularity and the book num-
bers, and retain a copy of the State 
agency’s request to FNS for permission 
to destroy. 

(ii) If either the coupon issuer or 
bulk storage point, or the State agency 
cannot determine whether coupons or 
coupon books were in fact improperly 
manufactured or cannot establish the 
value of the coupons involved, the 
State agency shall promptly forward a 
written statement of findings and the 
canceled coupon(s) or coupon book(s) 
to FNS for determination. 

(3) The State agency shall destroy 
the coupons and coupon books by burn-
ing, shredding, tearing, or cutting so 
they are not negotiable. Two State 
agency officials shall witness and cer-
tify the destruction and report the de-
struction information as follows: 

(i) The destruction of improperly 
manufactured, mutilated or exchanged 
coupons from coupon issuers and bulk 
storage points shall be reported on the 
Form FNS–471, Coupon Account and 
Destruction Report, and submitted 
with the Form FNS–250 for the appro-
priate month. For coupons received 
from recipients, a Form FNS–135 shall 
be completed and attached to the Form 
FNS–471. 

(ii) The destruction of coupons re-
ceived from claims collection points 
that are the result of the payment of 
household claims shall be reported on 
the Form FNS–471 (with Form FNS–135 
documentation) and submitted with 
the Form FNS–209, Status of Claims 
Against Households, for the appro-
priate rnonths. A State agency may 
consolidate its monthly Form FNS–471 
for claims collection destruction re-
porting by providing one completed 
Form FNS–471 that reflects the total 
claims destruction figure for each 
month. However, the State agency 
must attach a breakdown which re-
ports the required Form FNS–471 infor-
mation for each reporting point. If a 
State agency chooses to submit a con-
solidated Form FNS–471, all individual 
Forms FNS–471 must be retained by the 
State agency for future review and 
audit purposes. The Form FNS–135 may 
not be consolidated, and all originals of 
that form must accompany a consoli-
dated Form FNS–471. 

(g) Undeliverable or returned benefits. 
The State agency shall exercise the fol-
lowing security and controls for au-
thorization documents and coupons 
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that are undeliverable or returned dur-
ing the valid issuance period. Forms 
FNS–471 and FNS–135 shall be completed 
by the State agencies, as appropriate. 

(1) Coupons which are in book form, 
complete, and with original and un-
signed covers shall be returned to in-
ventory and noted as such on the 
issuance log, and the Form FNS–250. 

(2) Authorization documents shall be 
recorded in the control log noting the 
serial number, household name and 
case number. The documents shall be 
kept in secure storage with limited ac-
cess. The documents may be voided as 
long as households which report non-
delivery are provided an immediate re-
placement. 

(h) Old series coupon exchange. House-
holds which have old-series (no longer 
issued) coupons shall be entitled to a 
dollar-for-dollar exchange of old-series 
coupons for current series coupons. 
Households in possession of old-series 
coupons shall submit the coupons and a 
request for exchange to the State agen-
cy. State agencies may make direct ex-
change to claimants or request FNS to 
make the exchange. Forms FNS–471 and 
FNS–135 shall be completed by the 
State agencies, as appropriate. 

[54 FR 7004, Feb. 15, 1989, as amended at 54 
FR 51351, Dec. 15, 1989] 

§ 274.8 Responsibilities of coupon 
issuers, and bulk storage and 
claims collection points. 

(a) Receipt of coupons. Coupon issuers, 
and bulk storage and claims collection 
points shall promptly verify and ac-
knowledge, in writing, the content of 
each coupon shipment or coupon trans-
fer delivered to them and shall be re-
sponsible for the custody, care, control, 
and storage of coupons. 

(b) Inventory levels. Coupon issuers 
and bulk storage points shall maintain 
a proper level of coupon inventory not 
in excess of reasonable needs, taking 
into consideration the ease and feasi-
bility of resupplying such coupon in-
ventories. Such inventory levels should 
not exceed the six-month supply pro-
vided for in § 274.7(a). 

(c) Monthly reporting. Coupon issuers, 
and bulk storage and claims collection 
points shall report monthly to FNS, 
through the State agency, using Form 
FNS–250, as provided in § 274.4. 

(d) Supporting documentation. Coupon 
issuers and bulk storage points shall 
submit to the State agency supporting 
documentation which will allow 
verification of the monthly report as 
provided in § 274.4. At a minimum, such 
documentation shall include docu-
ments supporting coupon shipments, 
transfers, and issuances. In those 
States using issuance systems with au-
thorization documents, coupon issuers 
shall submit transacted authorization 
documents batched according to each 
day’s activity, in accordance with the 
schedule prescribed by the State agen-
cy but, in any case, not less often than 
monthly. 

(e) Handling of improperly manufac-
tured or mutilated coupons. Coupon 
issuers, and bulk storage and claims 
collection points shall cancel improp-
erly manufactured or mutilated cou-
pons or coupon books by writing or 
stamping ‘‘canceled’’ across the face of 
the coupon(s) and coupon book(s). De-
pending upon State agency policy, the 
coupon issuer or bulk storage point 
shall forward the coupons with the ap-
propriate documentation (determined 
by the State agency) to the State agen-
cy, or hold the coupons in secure stor-
age, pending examination and destruc-
tion by the State agency at the coupon 
issuer, bulk storage point or claims 
collection location. The documentation 
is not required if the State agency in-
spects the coupons at the issuance, 
storage or collection point. Additional 
requirements pertaining to the han-
dling of these types of coupons by the 
State agency are provided in § 274.7(e). 

§ 274.9 Closeout of a coupon issuer. 

(a) Definition of responsibilities. When-
ever the services of a coupon issuer or 
bulk storage point are terminated, the 
State agency shall perform the respon-
sibilities described below. If a coupon 
issuer or bulk storage point has more 
than one functioning unit and one of 
these facilities is terminated, the cou-
pon issuer or bulk storage point shall 
fulfill the responsibilities described in 
paragraphs (b) and (c) of this section. 
The coupon issuer or bulk storage 
point shall notify the State agency of 
the pending termination of any of its 
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